
COMPlONWEA1.TH O F  K E N T U C K Y  

B E F O R E  T H E  PUBLIC SERVICE C O M W I S S I O N  

* * * * *  

I n  t h e  Hatter of: 

APPLICATION O F  M U R R A Y  N O .  1 W A T E R  ) 
DISTRICT FOR A N  ADJUSTMENT O F  1 CASE N O .  
RATES P U R S U A N T  T O  THE ALTERNATIVE ) 8732 
R A T E  PROCEDURE F O R  SKALL U T I L I T I E S  ) 

O R D E R  

O n  Novembcr 2 4 ,  1 9 8 2 ,  Plurray N o .  1 W a t e r  D i s t r i c t  

("Murray") f i l e d  w i t h  thc  C o m m i s s i o n  a n  a p p l i c a t i o n  to 

increase i t s  rates p u r s u a n t  t o  807  K A R  5 : 0 7 6 ,  t h e  a l t r r n a t i v e  

rate f i l i n g  p r o c e d u r e  for s m a l l  u t i l i t i e s  ("ARF"). T tic 

a p p l i c a t i o n  r e f l e c t e d  p r o p o s e d  r a t e s  t l i a t  w o u l d  p r o d u c e  

a d d i t i o n a l  annual revenue of  a p p r o x i m a t e l y  $ 9 , 5 0 0 ,  a n  

increase of 2 3  p c r c c n t .  T J ~ c  Commission Ires g r e n t c d  the f u l l  

a m o u n t  r c - q u e s t e d .  

A h e a r i n g  w a s  not r e q u c s t e d  i n  t h i s  m a t t e r  nnd i n  

a c c o r d a n c e  w i t h  t h e  p r o v i s ~ o n s  of  the A R F  n o  h e a r i n g  w a s  

conducted. T h e  C o m m i s s i o n ' s  d e c i s i o n  i~ b a s c d  on information 

c o n t a i n e d  i n  t l ie  a p p l i c a t i o n  a n d  o b t a j n c d  t h r o n p , ) l  w r i t t e n  

~ u b m j ~ s i o n u  j n  a d d i t l o n  t o  d ~ t a  i n c l u d e d  i n  t h e  a n n u a l  

r e p o t t s  and o t h e r  documents on f i l e  i n  t h e  Commission'u 

o f  f j  c e s .  



CONNENTARY 

M u r r a y  i s  a n o n - p r o f i t  w a t e r  d i s t r i b u t i o n  s y s t e m  

o r g a n i z e d  a n d  e x i s t i n g  u n d e r  the l a w s  o f  t h e  C o m m o n w e a l t h  of 

K e n t u c k y .  M u r r a y  p u r c h a s e s  a l l  of i t s  w a t e r  f r o m  t h e  M u r r a y  

Water a n d  W a s t e w a t e r  S y s t e m  a n d  s e r v e s  a p p r o x i m a t e l y  3 6 5  

c u s t o m e r s  i n  C a l l o w a y  County, K c n t u c k y .  

T E S T  P E R I O D  

T l i c  C o m m i s s i o n  h a s  a d o p t c d  t l i c -  1 2 - m o n t h  p e r i o d  c n d i n g  

D e c e m b e r  31, 1 9 8 1 ,  as t h e  t e s t  p e r i o d  f o r  d c t e r m i n l n g  tlic 

r e a s o n a b l e n e s s  of t h e  p r o p o s e d  r a t e s .  I n  u t i l i z i n g  t h e  

h i s t o r i c a l  t e s t  p e r i o d ,  t h e  C o m m i s s i o n  h a s  g i v e n  f u l l  

c o n s i d e r a t i o n  t o  a p p r o p r i a t e  k n o w n  a n d  m e a s u r a b l e  c h a n g e s .  

REVENUE A N D  ExPmscs  
The A R F  W A F  e ~ t a h l i s h c d  t o  p r o v i d e  R s l m p i i f i c d  a n d  

less c o s t l y  method b y  w h i c h  s m a l l  u t i l i t i c s  c o u l d  a p p l y  for 

r a t e  i n c r c c l s e e  w i t h  t h e  C o m m i s s i o n .  T h e  f j n a n c j a l  d a t a  f r o m  

t h e  1 9 8 1  a n n u a l  r e p o r t  is u s e d  a s  the> h a s i s  for d e t c r r n i n i n ~  

M u r r a y ' s  r e v e n u e  r e q u i r e m e n t s .  I n  i t s  a p p l i c a t i o n ,  P i u r r a y  

p r o p o s e d  n o  a d j u s t m e n t s  t o  t h e  test p r r i o d  operatine 

s t a t e m e n t ;  h o w e v e r ,  i n  r c s p o n s e  to a r e q u e s t  f o r  a d d i t i o n a l  

information? l i u r r a y  d i d  propose s c v c r a l  a d j u s t m e n t s  t o  

r e v e n u e s  and e x p e n s e s .  T h e  C o m m i s s i o n  i s  of t h e  o p i n i o n  t h a t  

for rate-making p u r p o s c f i  w i t h  t h c  f o l l o w j n g :  m o d i f i c a t l o n s :  

Sales R e v e n u e  

M u r r a y  p r o p o s e d  ~n a d j u e t m c n t  of $ 5 , 0 0 0  t o  l n c r e a e e  

r e v e n u e  h n s c d  o n  l n c r r n n c d  ~ o l c s  a j n c c  t l i c .  cnt l  o f  t h e  t e w t  
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year. I t  w o u l d  b e  i m p r o p e r  t o  b a s e  r a t e s  o n  a l e v e l  o f  sales 

o t h e r  t h a n  t e s t  y e a r  sales w i t h o u t  a n  a d j u s t e d  b i l l i n g  

analysis w h i c h  reflccts thc  a d d i t i o n a l  sales and a d j u s t m e n t s  

t o  rcflcct I n c r e a s e d  c o s t s  a s s o c i a t e d  u l t h  t h o s e  ~ a l c s .  I n  

t h e  a b s e n c e  of  s u c h  a b i l l i n g  analysis and s u f f i c i e n t  d a t a  to 

a d j u s t  a p p r o p r i a t e  e x p c n s e s ,  tl ic C o m m i s s i o n  is o f  t l i c  o p j n j o n  

t h a t  a c t u a l  t e s t  y e a r  s a l e s  a n d  r e v e n u e  should bc u s e d  i n  

d e t e r m i n i n g  r e v e n u e  r e q u i r e m e n t s  and s e t t i n g  r a t e s .  

Purchased Water 

I 4 u r r a y  p r o p o 6 t . d  o n  adjustment o f  $ 5 , 4 0 0  t o  i n c r t a n s c  

p u r c h a s c d  w a t e r  ~ x p c n s c ,  h n s c d  o n  incrcaf ied  p u r c h a s e 8  s i n c c  

t h e  e n d  of t h e  t e s t  y e a r .  I n  o r d e r  t o  hc c o n s l l s t c n t  w l t h  t h c  

u s e  of a c t u a l  t e s t  yebar- r t - s u l t s ,  a s  a d d r e s s c d  I n  t h e  p r ~ v l o u s  

s e c t i o n ,  t h e  C o m m l s s l o n  will not a c c e p t  t h e  proposed 

a d j u s t m e n t  t o  purchased w a t e r  expenses. 

B a s e d  o n  t h e  t e s t  y c a r  l c v c l  o f  w a t e r  purchases, the  

C o m m l e s i o n  has d c t c r m i n c d  t h a t  an a d j u s t m e n t  o f  $ 2 , 6 9 8  to 

i n c r e a s e  p u r c h a s e d  w a t e r  c x p c n s c  i s  n e c e s s a r y  to r c f l c c t  t h e  

increased cost o f  w a t e r  f r o m  Mrirray's  w h o l c s n l ~  w a t e r  

s u p p 1 f r . r .  T h f n  s d j i i s t m r n t  r e f l c c t s  t h e  rate j n c r e a s c  b y  t h e  

H u r r a y  Watcr  arid W a u t c w a t t - r  S y a t c m ,  t - I l ( . ( ~ t ~ v i ~  O c t n b c r  I ,  

1 9 8 2 .  

Uc p rc'c 1 a t I o n  

H u r r a y  r e p o r t e d  a c t u a l  d e p r c c j a t i o n  c x p c n s c  f o r  t h e  

test y e a r  o f  $ 7 , 3 3 6 .  T h c  Comnisson i s  o f  t h e  o p i n i o n  t h a t  

for rntca-ninkj nj: 1 ,urpoacH dcprccintion c x p c n s c  ahort ld  b c  

c o m p u t e d  o n  t h e  o r i g l n a l  c o s t  o f  p l n n t  i n  s c r v l c c ~  I c e s  
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c o n t r i b u t i o n s  i n  a i d  o f  c o n s t r u c t i o n .  C o n t r i b u t i o n s  p r o v i d e d  

t o  t h e  u t i l i t y  f o r  c a p i t a l  e x p c n d i t u r c s  r c d i i c c  t h e  c a p i t a l  

r e q u i r e m e n t s  f r o m  i n v e s t o r s .  T h e  p l a n t  p r o v i d e d  t h r o u g h  

t h e s e  c o n t r i b u t i o n s  i s  c o s t - f r e e ,  a n d ,  t h e r e € o r e ,  t h e  u t i l i t y  

h a s  no cost to r e c o v e r  b y  d e p r e c i a t i n g  i t s  c o n t r l b u t e d  

p r o p e r t y  a n d  s h o u l d  n o t  e x p e c t  i t s  r a t e p a y e r s  t o  p r o v i d e  this 

r e c o v e r y .  

T G e  r e c o r d  h e r e i n  r e f l e c t s  t h a t  t h e  l c v c l  o f  

c o n t r i b u t i o n s  i n  a i d  o f  c o n s t r u c t i o n  a t  t h e  end of t h e  t e s t  

p e r i o d  was $ 1 6 2 , 9 0 0  which i s  a p p r o x i m a t e l y  4 4 . 4  p e r c e n t  o f  

the total c o s t  o f  u t i l i t y  p l a n t  fn s e r v i c e .  T h c r c f o r c ,  t h o  

C o m m i s s i o n  h a s  r e d u c e d  d e p r e c i a t i o n  e x p e n s e  b y  $ 3 , 2 5 8 ,  o r  

44.4 p a r c e n t  t o  c x c l t i d c  d c p r c c i a t i o n  o n  p l a n t  p r o v i d e d  

t h r o u g h  c o n t r i b u t i o n s  i n  a i d  of c o n s t r u c t i o n .  

h f t c b r  c o n R i d v r n t i n n  of' thc -  o c c r p t c d  ~ d j i i ~ t m ~ n t r i ,  t h r  

C o m m i s s i o n  finds ? f i i r r a y ' s  t e s t  p e r i o d  o p e r a t i o n s  t o  bc a s  

f o l l o w s :  

A c t u a l  P r o  forma 
T e s t  Period A d  j us t m e  n t s 

O p e r a t i n g  R e v e n u e s  $ 4 0 . 5 3 7  $ - 0 -  
0 p e r 8 t I n g E xp en s c. s 3 8 , 3 5 2  
Ovcrotina Incomc .  $ 2 . 2 4 5  

5,393 
$<5.393> .. 

J n t c r c s t  E x p e n w c  7 , 2 5 3  < I  3 0 )  
2 , 4 h O  9 ( J U  l n t v r c - n t  Incomr .  

-_I_ 

Net l n c o n c  $ ( 2 , 5 4 2 )  $ < 4 , 3 0 3 >  

Ad j u s  t e d  
T e s t  P e r i o d  

$40.597 
43,745 

$<3,148> 
7 , 1 2 3  

c o v e r a g c  o n  t h e  a n n u a l  d c h t  R e r v i c e  r41qui r e m c n t .  T h e  
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Commission is of t h e  o p i n i o n  t h a t  a d d i t i o n a l  r c v e n u e  o f  

$ 9 , 5 0 0 ,  w h i c h  i s  t h e  f u l l  a m o u n t  r e q u c s t c d ,  i s  r c q u l r c d  t o  

i m p r o v e  H u r r a y ' s  d e b t  s e r v i c e  c o v e r a g e  t o  a n  a d e q u n t c  l e v c l .  

Based o n  t h e  a d j u s t e d  t e s t  y e a r  r c s ~ i l t s ,  t l ic  I n c r e a s e  g r a n t e d  

h c r e l n  w i l l  p r o d u c e  o p c r n t f i i g  r c v c . n u c  o f  $5O,U97. This l e v c l  

o f  r e v e n u e  will p r o d u c e  n e t  o p e r a t i n g  i n c o m r  o f  $ 6 , 3 5 2  w h i c h  

t o g e t h c r  w i t h  i n t e r e s t  i n c o m e  o f  $ 3 . 3 6 6  w i l l  hc sufficient t o  

allow H u r r a y  t o  p a y  i t s  o p e r a t i n g  e x p e n s r s  a n d  meet its d e b t  

s e r v i c e  r e q u i r e m e n t s .  

RATE DESIGN 

M u r r a y ' s  p r e s e n t  r a t e  s t r r i c t u r e  c o n s i s t s  of s e v e n  r a t e  

I t l o c k s  r n n p . l n f !  f r o m  thr?  f f ret 2 ,000-gnI l o n  c i o n ~ ~ '  1 c . v c l  t o  ~n 

o v e r  100,000-gallon u s a g e  level. M u r r a y  p r o p o s e d  to r e d u c e  

t h c  n u m b e r  of r a t e  b l o c k s  t o  f i v e  b y  c o m b i n i n g  t h c  l a s t  t h r e e  

s t e p s  s o  t h a t  a l l  u s a g e  o v c r  2 0 , 0 0 0  gallons w o u l d  be  b i l l e d  

a t  t h e  same rate. T h i s  w o u l d  a f f e c t  t h r e e  c u s t o m e r s  now 

b e i n g  billed for t i s a g e  i n  t h e  s i x t h  a n d  s e v e n t h  r a t e  b l o c k s .  

M u r r a y  a l e 0  propok:cA t o  i n c r c n s s c l  t h e  r n t c s  i n  t h e  f i r s t  two 

rete b l o c k s ;  h o w e v e r ,  n o  i n c r c a s c  was p r o p o s e d  f o r  t h c  t h i r d ,  

l o u r t l i  i i t i t l  f l t t . 1 1  l , l o c k i i .  I I I  1 1 ~ 1  r f ' r t p o l i ~ c '  t r ~  ! i c * n i c i  1% nrrcl 3 o f  

t l i v  C o m m j m R j o n ' n  Orclc-r of k'vhrrinry  2 ' 3 ,  19113, P i r i r r a y  ~ t c r t c d  

t h a t  o m i e e i o n  o f  B I I  i i i r : r c . a e v  i n  t l i c . c r c  r i i t c  b l o c k s  w n a  9n  

error'. T h e  C o m m i s s i o n  1 s  o f  t h e  o p i n i o n  t h a t  t h i s  e r r o r  

s h o u l d  bc c o r r c c t c d  a n d  t h a t  tl ic r a t e s  f o r  a l l  t i sage   level^ 

should be c o n s i d e r e d  I n  d e t e r m i n i n g  t h e  r c a s o n a h l c  r n t c n  to 

be c h a r g e d .  
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Murray's l a s t  r n t c  j n c r r a s e  w a s  g r a n t c t l  f n  C a s e  No. 

6 2 4 3 ,  Application of Mutray  No. 1 l i a t c r  D i s t r i c t ,  Calloway 

County, K e n t u c k y ,  i n  t h c  O r d c r  d a t r r l  ?lay 1 3 ,  1 9 7 5 .  S i n c c  

t h a t  t i m e ,  Murray's s u p p l j e r  t ins  i n c r c a s c b d  t t i r  c o s t  o f  p u r -  

chased watcr tl ircc? t i n e s  t o  t h r  p r c s e n t  r a t e  of  S.60 y c r  

1,000 gallons. T h e  Commission b a s  allowed a n  a d j i i s t m c n t  

herein o f  $ 2 , 6 9 8  t o  r e f l e c t  thr.  i n c r e a s c d  c o s t  o f  purchased 

w a t e r .  T h i s  i n c r e a s e  i s  r e l e v a n t  t o  a J l  w n t v r  u s n g e  and 

s h o i ~ l d  t c  n p p l  I c d  u n i  f o r m l  y L O  n l  1 r n L f '  h l  o c k s .  

T h e  Conmissjon j s  o f  thc .  o p i n i o n  t h a t  t h e  p r o p o s e d  

change I n  r a t e  d e s i y , n  w i l l  p r o v i d c  c o s t  s a v i n g s  b y  s i m p l l -  

f y i n g  the u s a g e  c a l c u l a t i o n  a n d  b i l l i n g  p r o c e s s ,  t l i u s ,  

b e n e f i t i n g  b o t h  Murray a n d  I t s  c u s t o i n c r s .  k I o r c o v c r ,  i t  will 

a l l o w  a more e q u i t a b l e  d i s t r i b u t o l n  o f  t h e  r e m a i n i n g  r e v e n u e  

r e q u i r e m e n t s ,  t h c r e b y  b u l i \ n c l n y ,  t h e  i m p a c t  o f  the r a t e  

a d j u s t m e n t  on c u s t o r n r o  a t  a l l  u s a e c  I c v c l s .  T h c  p r o p o u c d  

change i n  r a t e  d c s j n g  s t i o u l d  b c  a p p r o v e d .  

C O N N E C T I O K  C H A R G E S  

N u r r a y  p r o p o e e d  t o  i n c r e a s e  i t s  c o i i n e c t i o n  chargc i s  by  

adding $ 5 0  t o  t l i c  p r e s e n t  c h a r g e  f o r  5 / 8 - i n c h  a n d  3 / & - i n c h  

meter s i z e s .  h*o i n c r e a s e  w a s  p r o p o s e d  for the l a r g e r  m e t e r s .  

I n  r e s p o n s e  t o  t h e  C o m m i s s i o n ' s  O r d c r  of February 1 5 ,  1 9 8 3 ,  

P i u r r a y  f 1 1 c - d  c o s t  d n t n  R \ I O W ~  nj: . ~ v ( ~ r n ) : i -  r i j n n r * c l  I o n  < ' X l ) l ' r l f 4 t ' R  

1 CJ r 1: I I  1: I1 tl I z (: l i l l '  1 1: I' , ' I . l i~* i jv  c o u ~  ( I ~ r L r i  uhow t ltiit t h e  

c o n n t i c t i o n  c x p c n t ; c s  a r c  grc!nlcir  t h n n  t tlc ctiiirgetj I)ropoH(!c! ,  

e x C o p t  f o r  t l i c  ' ) - i n c h  n 1 c . t c . r .  T t i c  c o n n e c t i v ~ t  cl lt lrge I S  o 
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nonrecurring c x p c n s e  a t t r i b u t a b l e  t o  e rcqucst b y  (I s p c c j f i c  

custnrncr. T h e  Commlsslon i s  of  t h e  o p i n i o n  t h a t  s u c h  c h a r g e e  

should b e  c o m p e n s a t o r y  r a t h e r  t h a n  s u b s i d i z p d  t h r o u g l i  t t ic 

rates. P u r t h c r ,  the c o s t s  i n v o l v e d  5 n  t h e  i n s t a l l a t i o n  of a 

2 - I n c h  me te r  a r e  v a r i a b l e  i n  t h a t  t h c  t y p e  of  m e t e r  a n d  

r e l a t e d  m n t c r j n l a  expc!nec  a r e  d e p e n d a n t  u p o n  t h e  usage  

p a t t e r n  o f  t h e  p a r t i c u l a r  cc lscomcr .  T h c r e f o r e ,  t h c  

c o n n e c t i o n  c h a r g e s  a s  p r o p o s e d  b y  M u r r a y  s h o u l d  b c  d r n l c d .  

T h e  c h a r R c s  i n  A p p e n d i x  A a r e  c o m p e n s a t o r y  b a s e d  o n  c o s t  d a t a  

f i l e d  i n  t h i s  c a s e ,  a r c  f a i r ,  j u s t  a n d  rcosonahlc and s h o u l d  

be a p p r o v e d .  

SUM bl A RY 

T h e  C o m m i s s i o n ,  h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of  

record a n d  b c j i i g  a d v i s c d ,  js of t h e  o p l n i o n  a n d  f i n d s  t h a t :  

1 .  T h e  c ! i angc  i n  r a t e  d e s i g n  p r o p o s e d  b y  M u r r a y  will 

b e n e f i t  b o t h  t h e  u t i l i t y  a n d  i t s  c u s t o m e r s  and s h o u l d  b e  

a p p r o v e d .  

2 .  The r a t c s  a n d  c h a r g c s  p r o p o s e d  b y  M u r r a y  a r e  

u n f a i r ,  u n j u s t  a n d  u n r e a s o n a b l e  a n d  s h o u l d  b e  d c n i c c i .  

3 .  T h e  r a t e s  a n d  c h a r g e s  i n  A p p e n d i x  A a r e  t h e  f a i r ,  

j u s t  a n d  r e a s o n a b l e  r a t e s  f o r  M u r r a y  a n d  w i l l  p r o d u c c  gross 

a i tnc in l  r c v e n u c  ~ u f f f c i c - n t  t o  p a y  I t f i  o p a r a t l n ~  F X P P ~ R C S .  

e c r v i c e  i t e  d e b t  n o d  p r o v j r l c -  II r c ~ H s n i i l l l c .  i i u r p l t i a .  

IT I S  T I I E R E F O R E  O R D E R E D  t h a t  t h v  c h a n g t .  i n  r a t e  d e s i g n  

p r o p o s e d  by M u r r a y  b p  a n d  i t  h c r c b y  I s  a p p r o v c d  for e e r v i c i ?  

r e n d e r e d  o n  a n d  after tl ic d a t e  of t h i s  Order .  
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I T  I S  F U R T H E R  O R D E R E D  that t h e  r a t e s  a n d  charges i n  

A p p e n d i x  A b e  and t h e y  h e r e b y  arc a p p r o v e d  f o r  s e r v i c e  

rendered o n  and  a f t e r  t h e  d a t e  o f  t h i s  Order.  

IT I S  F U P T l l E R  ORDERED t h a t  thc  r n t c s  a n d  charP;CR 

proposed by  Murray hc a n d  t h e y  hereby art? d r n l e d .  

IT IS FURTHER O R D E R E D  that w i t h i n  3 0  d a y s  f r o m  the 

d a t e  of th i s  O r d e r  Murray shall f i l e  w i t h  the Commission I t s  

r e v i s e d  t a r i f f  s h e e t s  s e t t i n g  out t h e  r a t c s  a n d  c h a r g e s  

approved herein. 

Done a t  Frankfort, Kentucky, t h i e  6th day of May, 1983. 
P U B L I C  S E R V I C E  COP!PIISSZON 

Vgce C h a i r m a n  1 

ATTEST : 

S e c r e t a r y  



A P P E N D I X  A 

A P P E N D I X  T O  A?: ORDER OF T H E  P U B L I C  SERVICE 
COMMISSIOR I N  C A S E  NO. 8 7 3 2  D A T E D M a y  6, 1983. 

The followlng ratcs a r c  p r e s c r i b c d  for ci istomers of 

H u r r a y  No. 1 W a t e r  District. A l l  o t h e r  r a t c s  end c h a r g e e  n o t  

specifically mcntionrd herein s h t l t l l  t r m r i i n  thcl Rnmr n R  t h n s e  

I n  e f f c c t  u n d e r  a u t h o r i t y  o f  t h c  Commission p r i o r  t o  the 

effective d a t e  of this O r d e r .  

G A L L O N A G E  BLOCK R A T  E 

F i r s t  2 , 0 0 0  g a l l o n s  
Next 3 , 0 0 0  gallons 
R e x t  5,000 gallons 
N e x t  10,000 gallons 
Next 20,000 gallons 

$ 5 . 9 0  m i m i m u m  
1.90 p e r  1,000 gallons 
1.50 p e r  1,000 gallons 
1 . 1 5  p e r  1,000 g a l l o n s  

. 8 5  p c r  1 . 0 0 0  g a l l o n e  

I!inimum B i l l s  f o r  L a r g e  N c t e r s  

Meter S i z e  U s a g e  ? t i n i m u m  6 1 1 1 "  

5/8-inch 
3 / 4 - i n c h  

1 - i n c h  
1 1 / 2 - i n c h  

2-inch 

2,000 gallcns 
3,000 gallons 
5 , 0 0 0  g a l l o n s  
10,000 gallons 
16,000 gallons 

$ 5 . 9 0  
7 . 8 0  

1 1 . 6 0  
1 9 . 1 0  
2 6 . 0 0  

Mctcr Size 

5 / 8 - i n c h  meter  
3/4-inch meter  

I-inch m e t e r  
11/2-inch m e t e r  

2 - i n c h  m e t e r  

C 11 a r gc 

$ 4 6 0  
490 
5 4 0  
6 5 5  
A c t u a l  C o s t  


